State of California Board of Equalization

Memorandum

To : Ms. Cynthia Bridges Date:  July 16,2014
Executive Director (MIC 73)
From : Mr Jeffrey L. McGuire, Deputy Director

Sales and Use Tax Department (MIC 43)

Subject : Board Meeting August 5-7, 2014
Item N: Administrative Agenda
Proposed Revision to Compliance Policy and
Procedures Manual Chapter 5, Returns

In accordance with the established procedures for audit and compliance manual revisions, [ am
submitting the proposed revision to Compliance Policy and Procedures Manual (CPPM)
Chapter 5, Returns, sections 505.040 through 505.090.

The proposed revision, which incorporates current policies and procedures, has been reviewed
and approved by SUTD management, provided to Board Members, and posted at
http://www.boe.ca.gov/sutax/pmr.htm to solicit comments from interested parties. One
comment was received from Board Member staff and the suggested edit was made to the first
paragraph of section 505.045. No other comments were received from interested parties.

The revised section is attached for your reference. We request your approval to forward this
item to the Board Proceedings Division for placement on the Administrative Agenda as a
consent item at the August 2014 meeting.

If you have any questions, please let me know or contact Ms. Susanne Buehler at 324-1825.
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ASSISTANCE PROVIDED TO TAXPAYERS 505.040

Taxpayers can receive assistance with filing their returns by calling the Customer
Service Center (CSC) at 1-800-400-7115, or by calling their local field office.
Additionally, help is available in person at all in-state district offices and branches.

When assisting taxpayers with their returns, it is particularly important for staff to
inform taxpayers about the proper method of completing schedules for reporting local
and district taxes. The BOE has a legal obligation to collect, allocate and disburse
taxes on behalf of counties, cities, and special tax districts. If taxpayers fail to

correctly prepare the subsidiary schedules, the BOE will be unable to properly allocate
local and district taxes.

Occasionally, taxpayers may contact BOE when they realize an error has been made
on a tax return filed online. A return filed online may be cancelled and a new return
filed if CSC is contacted on the same day the return is filed. Otherwise, the return
cannot be cancelled and the taxpayer must file an amended return. For information
regarding amended returns, see CPPM section 505.120.

PREPARATION OF TAX RETURNS BY BOE EMPLOYEES 505.045

BOE staff should always assist taxpavers who are seeking guidance on how to file
their returns. However, BOE staff may only help in physically preparing a taxpayver’s

return in exceptional cases where the taxpayer has difficulty in reading or writing
English, or is physically incapacitated and unable to file without assistance. The
taxpayer must provide the records necessary to prepare the return and request that

the return be prepared by staff. In addition, if the physically incapacitated taxpayer is
able to produce records but is unable to request help in person, return assistance may

be provided over the phone without the taxpayer being present. Whenever staff
provides this kind of assistance, comments which include the return period being filed
must be entered in IRIS under the TAR Al screen.

In such cases, staff will use the Express Login method on the BOE website to file the
return. In the “Preparer Name” field, the employee will enter his or her own name and
enter “BOE Employee” in the “Preparer Title” field. Staff will not make the payment
electronically for the taxpayer, but will select the “paper check” option for payment.
Staff will print the confirmation page for the taxpayver and add the notation
“PREPARED FROM UNVERIFIED DATA FURNISHED BY THE TAXPAYER,”
accompanied by the employee’s signature. The confirmation page and payment
voucher, if applicable, will be given to the taxpayer.

If the account is ineligible or exempt from online filing, staff will assist the taxpayer
with the paper return and include the same notation as above, along with the
emplovee’s signature.

Under no circumstances should BOE staff log into a taxpayer’s account on the BOE
online system or their own BOE computer to file a tax return. To ensure staff is
following this procedure, management will periodically monitor for returns filed from
BOE staff computers. Similarly, in no case should a BOE emplovee sign a paper




return for the taxpaver or prepare a return without the taxpaver being present.

RETURN FORMS FURNISHED BY DISTRICT OFFICES 505.050

Most taxpayers file online via the BOE website and do not need return forms.
However, taxpayers who have received an exemption (see CPPM section 505.035) or
are ineligible to file electronically (see CPPM section 505.032) may need a return form
provided. In addition, if the online system is not available and taxpayers request the
return form, it should be provided.

é}stﬂeeeﬁe%’llh%é}st—ﬁet—Dlstrlct staff should ensure—t—h&t—t—h&feﬂea&&g—r&fer—m&t—}eﬁ
is-entered-on—the returnform provided-to-the taxpayer: the taxpayer’s name, address,
area code, account number and thefiling period eevered-bythe returnare entered on

the return provided to the taxpayer. Generally+tThis information will be entered
automatically if the return is generated from the return print menu in IRIS (TAR RT).
However, if a return form must-beis downloaded from anetherseurcethe BOE website,
staffmust-enter-this information must be entered manually.

If a taxpayer registers for a permit, license or account near the due date of a return
and is a331sted bV BOE staff J—Ta*payees—wkmSHew—apphe&t}eﬁs—&Hd—eh&Hg%ef
iod- the
taxpaver should be adv1sed of the due date of the return and how to file. If the
taxpayer is not eligible to file online, the return form(s) should be provided. District
staff should also mustfuarnish-the-appropriate-tax returnformand - must note-on-the
applieationenter comments in IRIS regarding which returns were furnished. See the
Calendar of Sales Tax Functions_or Special Tax Calendars for applicable dates. Copies

of the €calendars are available fromecompliance superviserson eBOE under the “Sales

Tax” or “Special Tax” tabs.

When paper returns are provided to taxpavers who are ineligible or have received an
exemption from online filing, it is important that the proper form(s), supplemental




schedules, and return instructions also be provided. When returns are printed in

IRIS, the requlred schedules will generallv be prmted automatlcallv I—t—}s—}m-peﬂaﬂ{—t-h&t

Instructions are available on the BOE website. For Sales and Use Tax returns, the
BOE-401-INST, Instructions for Completing the BOE-401-A, State, Local, and District
Sales and Use Tax Return, should be provided. Instructions for subsidiary schedules
and for some Property and Special Taxes returns can be found on the last page of the
return or schedule. Subsidiary schedules may include:

e BOE-531-A2, Schedule A — Computation Schedule for District Tax.

e BOE-531, Schedule B — Detailed Allocation by County of 1% Uniform Local Sales
and Use Tax.

e BOE-530, Schedule C — Detailed Allocation by Suboutlet of Uniform Local Sales
and Use Tax.

e BOE-530-B, Local Tax Allocation for Temporary Sales Locations and Certain
Auctioneers.

e BOE-531-F, Schedule F — Detailed Allocation by City of 1% Uniform Local Sales
and Use Tax.

filingHowever, the taxpayers who need return forms should generally be

instructed to obtain a-coepy of the return formthem from the Board’s WebsiteBOE
website or if unable to obtain online, to file a return in letter form. (See CPPM
505.090.) The taxpayer is under an obligation to report and pay the amount of tax
due before it becomes delinquent, but the BeardBOE is under no legal obligation to
furnish returns. Late filing and payment of a return because of failure to receive a
return form is not normally considered a cause for the abatement of penalty charges.

PREPAYMENT FORMS FURNISHED BY DISTRICT OFFICES 505.060

pfepaymeﬁ{—ef—hmﬁer—qﬂaﬁeﬂyhsa}es—&nd—&se—tweprepavment forms should oan be

provided to taxpayers who are on a quarterly prepayment filing basis and who have
received an exemption from online filing. If a taxpayerwhe does not receive a
prepayment form and whe-eentaetsrequests one from a district office, staff should be
furnished-with-—prepaymentformprovide the BOE—1150form. For Sales and Use Tax
accounts, Ssecond quarter prepayments are reported on Ferm-a BOE-1150-B, but all
other quarterly prepayments are reported on a BOE-1150. These forms are available

from—the systemor-as—paper—eopieson the prepayment print menu in IRIS (TAR PF).

The forms generated from IRIS will automatically have the taxpayer’s name, address,

area code, account number, and the month for which the prepayment is belng made







RETURN FORMS REQUIRING ADDRESS CHANGES 505.070

The United States Postal Service does not forward third class mail if the mailing
address is incorrect. Consequently, forms that are mailed to taxpayers that are
returned to the BOE as undeliverable are directed to the district offices or the
initiating headquarters section so that the condition causing their return may be
corrected. Priority should be given to re-mailing the returns by first class mail when a

forwarding address is known. First class envelopes are available from the Supply Unit
in Headquarters (envelope #E 14-AG). Any corrections to the registration record

should be made in IRIS.

When returns are filed with Headquarters indicating a change of address,
Headquarters will provide information and_ copies of the filed returns to the
appropriate district of control. The Local Revenue and Allocation Unit and the
Customer Service Center are authorized to make mailing address, DBA and minor
business address (e.g., a suite number) changes. All other changes must be made by
the district office or initiating Headquarters section.

WHAT CONSTITUTES A RETURN 505.090

Electronic Returns

RTC section 6479.31, and the applicable Special Taxes and Fees law sections, provide
that any return filed electronically in a form as required by the BOE shall be deemed
to be a valid original document.Areturnwill be deemed to have been filed when the

torspaver previdesinwritine ol

Written Correspondence Accepted as a Return
Return forms are available on the BOE website and completed forms received in the
mail will be accepted. Occasionally, however, a taxpayver will send a paper return that
is not on a form provided by the BOE. In those cases, the return will be considered
valid when the following information_is included:

1. A request that the correspondence be accepted as a return or a statement,
regardless of how brief, indicating that the taxpayer is attempting to file a
return,and

2. The reporting period for which the correspondence (return) is filed, and
3. The amount of tax due or that no tax is due.

Even though the correspondence may only report the net tax figure, it may be
accepted as a return if the information listed above is provided. When the taxpayer
has shown due diligence in making every effort to submit what he or she feels is a
return-er-indicates-that-he-or she-did-not receive—areturnform, the correspondence
submitted should be accepted as a return.

If a taxpayer’s check-indiecates shows the reporting period and the measure of the tax



being paid, it may be processed as a return. As a general rule, if tax due can be
calculated from the information provided, the correspondence should be processed as
a return. A transmittal letter, memorandum, or note accompanying a payment of tax

| generally does not qualify as a return if any of the items listed above are missing. For
instance, a statement that a payment represents tax due for a particular reporting
period is not sufficient because the taxpayer has not indicated that the
correspondence represents a return. If the taxpayer is paying tax and intends to send
the return separately, the tax payment is not accepted as a return. However, it is
important to always consider the taxpayer’s intent. Asking the question “Is the
taxpayer attempting to file his or her tax return or just sending the tax payment for
the period?” will help in determining how to process the correspondence and any
payment.

| Any sales-and use-tax return form received in hHeadquarters or the field without tax
information but with a tax payment should be processed as a return. The Return

| Analysis Seetion—Unit, or appropriate Special Taxes and Fees section, has
responsibility to review these returns to determine if this is a recurring problem and if
appropriate, bill a 10% penalty for not filing a timely return.
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